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PART A 
Candidates MUST answer questions 1 to 20 
(2 marks are allocated to each question) 


Select the correct answer (or answers) for each of the following 20 questions by clearly 


circling the appropriate letters on the Answer Sheet provided on page 9. 


. What type of sustainability generally assumes that different categories of capital 
are not substitutable amongst each other? 


oaAorop 


Open sustainability 
Closed sustainability 
Weak sustainability 
Strong sustainability 
Optimal sustainability 


. If producing a good generates pollution (a negative externality), from a social 
perspective ... 


oaAorop 


The price will be too low and the quantity produced will be too low 
The price will be too high and the quantity produced will be too low 
The price will be too high and the quantity produced will be too high 
The price will be too low but the quantity produced will be correct 
The price will be too low and the quantity produced will be too high 


. The two characteristics that define an open-access resource are that it is... 


e290 


Non-rival and non-exclusive 
Rival and non-exclusive 
Non-exclusive and non-priced 
Non-rival and inelastic 
Non-exclusive and inelastic 


. Which of the following will cause a shift in the demand curve for compact discs? 


C290 


A change in income 

A change in the price of compact discs 

A change in the cost of manufacturing compact discs 
An increase in population 

A fall in the price of digital music 


. If your family’s bright outdoor light lowers burglary rates in your neighbourhood, 
your neighbours would be gaining from... 


C290 


Cuts in life insurance rates 

Increased budgets for police services 
Negative diseconomies 

Positive externalities 

Local planning laws 
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The competitive market is an important concept because... 


a9 


It closely represents how the majority of markets operate in the real world 

It represents an ideal situation against which we can make comparisons and then 
design solutions to correct market failure 

If markets are competitive economic welfare is maximised 

Monopoly and oligopoly are rare in the real world 

Exchange can only take place in a competitive market 


How does the composition of diet change as economies develop and become 

wealthier? 

a. An decreasing proportion of the diet is made up of animal products and oils and 
fats 

b. An increasing proportion of the diet is made up of animal products and oils and 
fats 

C. An increasing proportion of the diet is made up of cereals 

d. It does not change 

e. A decreasing proportion of the diet is made up of cereals 


Which of these real-world markets conforms most closely to the ideal of perfect 
competition? 


oaAorop 


The retail market for cars 

The market for labour in Australia 
The global market for wheat 

The Australian Stock Market 
eBay 


Opportunity cost is... 


The cost incurred in the past before we make a decision about what to do in the 
future 

A cost that cannot be avoided, regardless of what is done in the future 

That which we forgo, or give up, when we make a choice or a decision 

The additional benefit of buying an additional unit of a product 

Not a cost at all 


10. Which one of the following is not a possible way to internalise externalities? 


11 


e200 


Create subsidies 

Raise taxes 

Create new regulations 

Create a system of tradable permits 
Eliminate government intervention 


.If one person's enjoyment of the benefits of a good does not interfere with 


another's consumption of it, the good is said to be: 


e290 


Nonrival in consumption 
Nonexcludable 
Congestible in consumption 
Limitless in utility 
Depletable 
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12.Figure 1 above shows a hypothetical market for coal-fired electricity. Which of the 
areas A, B, C or D represent the external costs of the pollution caused by the 
industry when the market is unregulated and at a competitive equilibrium? 


a. None of these areas 
b B 
C. A 
d. D 
e C 


13. Which of the following are the main causes of global biodiversity loss? 


None of the other answers. 
Habitat destruction 

Climate change 

Habitat fragmentation 
Exotic species 


C290 


14.What has been the main determining factor in the decline of farm incomes in 
Australia since the 1970s? 


a. The effects of drought 


b. Deteriorating terms of trade (i.e. prices of agricultural outputs rising at a lower rate 
than prices of agricultural inputs) 


C. Decreasing quantity of output 
d. Decreasing prices of agricultural products 
e. Decreasing numbers of farms 
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15. Which one of the following is not an example of a negative externality? 


a. 


b. 


C. 


d. 
e. 


Run-off of fertiliser nutrients from an agricultural region into a river catchment 
causes algal blooms at the river estuary 
A national vaccination program reduces the incidence of a disease even in those 


who are not vaccinated 


Emissions from a coal-fired power station increase the incidence of respiratory 


disease in a town close by 


Loud music from a party keeps people living nearby awake 
Over-fishing results in the depletion of the food supply of an endangered marine 


mammal 


16.Since the year 2000 global food prices have increased substantially, what of the 
following are possible reasons for that price rise? 


oaorop 


Table 1 


Increasing population in India and China 
Drought in major producing countries (e.g. Australia) 
Increased production of bio-fuel crops 


Increased oil prices 


Increasing incomes in India and China 


Excludable | Nonexcludable 
Rivalrous Good 1 Good 2 
Nonrivalrous | Good 3 Good 4 


17.With reference to Table 1, examples of goods of type Good 4 would include... 


oaAorop 


Pure private goods 
Common goods 

Club goods 

Partially private goods 
Pure public goods 


18. With reference to Table 1, examples of goods of type Good 3 would include... 


e290 


Pure private goods 
Common goods 

Club goods 

Partially private goods 
Pure public goods 
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19.As a country develops economically the share of agriculture in total economic 
activity... 


a. None of the other answers 
b. Stays constant 

C. Increases 

d. Declines 

e. 


All of the other answers 


20. The main disadvantage of an emissions tax is that... 


The total pollution reduction from an emissions tax cannot be known for sure 
Firms lack the flexibility to pursue different technologies 

Firms do not have an incentive to reduce pollution 

Firms cannot behave in an economically-efficient manner 

Differences among firms are not incorporated into the policy 


oaorop 
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PART B 
Candidates MUST answer any TWO (2) of the SIX (6) questions in the Answer Books 
provided 
(20 marks are allocated to each question) 


Question 21 


a) Discuss the influence of the terms of trade on agricultural incomes in Australia. (12 
marks) 

b) What other factors have influenced the trend of farm incomes in recent decades? (8 
marks) 


Question 22 


Why has it been so difficult to achieve agreement and action on global policy to combat 
climate change? Compare and contrast the problems of, and policy responses to, climate 
change and ozone depletion in terms of their economic (and other) characteristics. (20 
marks) 


Question 23 


In the late Eighteenth century Malthus argued that the world’s population was doomed to 
suffer starvation. 


a) Explain why he thought this would happen. (6 marks) 


b) Describe what has actually happened to global food production and population over 
recent decades. (6 marks) 


c) Discuss some reasons for these trends in global food production. (8 marks) 


Question 24 
a) Define the concept of economic surplus. (8 marks) 


b) Using a diagram show where economic surplus is maximised and explain why this is 
the case. (12 marks) 


Question 25 


a) Use a diagram to define and explain where the socially optimal level of pollution 
occurs. (10 marks) 

b) Outline two policy measures that could be used to intervene in markets and explain 
how they would operate to move market equilibrium back towards the socially optimal 
level of pollution. (10 marks) 


Question 26 


a) Explain — using examples — how common ownership of resources can lead to their 
overexploitation in some circumstances. (12 marks) 
b) Suggest some policy (or other) solutions to these kinds of problems. (8 marks) 


This page Is 
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Name: 
Student Number: 


PART A — MUTIPLE CHOICE ANSWER SHEET 


This sheet is to be detached and handed in with your Answer Books at the end of the 
examination. 


Please CIRCLE clearly the correct answer (or answers) 


Question 
1 eae ebe ece ede ece 
2. eae ebe ece ede ece 
3. eae ebe ece ede ece 
4. eae ebe ece ede ece 
oO: eae ebe ece ede ece 
6. eae ebe ece ede ece 
T. eae ebe ece ede ece 
8. eae ebe ece ede ece 
9. eae ebe ece ede ece 
10. eae ebe ece ede ece 
11. eae ebe ece ede ece 
12. eae ebe ece ede ece 
13. eae ebe ece ede ece 
14. eae ebe ece ede ece 
15. eae ebe ece ede ece 
16. eae ebe ece ede ece 
17. eae ebe ece ede ece 
18. eae ebe ece ede ece 
19. eae ebe ece ede ece 
20. eae ebe ece ede ece 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do 
so may result in the cancellation of all marks for this examination. 
Writing your name and number on the front will help us confirm that your paper has been 
returned. 
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